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IN THE MATTER OF THE APPLICATION OF
PALO VERDE UTILITIES COMPANY, LLC TO
TRANSFER ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY AND
ASSETS TO GLOBAL WATER .- PALO VERDE
UTILITIES COMPANY
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JEFF HATCH-MILLER, CHAIRMAN
WILLIAM A. MUNDELL
MARC SPITZER
MIKE GLEASON
KRISTIN K. MAYES
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7 5Docket No. W-03575A-06- 015
Docket No. SW-03576A-06-0/55
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9

IN THE MATTER OF THE APPLICATION OF
SANTA CRUZ WATER COMPANY, LLC To
TRANSFER ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY AND
ASSETS TO GLOBAL WATER SANTA CRUZ
WATER COMPANY

10

Docket No. W-/84%/I--0 4 D / 5 5
Docket No. SW- -06-

,Q 04458 -04, - <9155

11
APPLICATION

12

13

14

15

16

17

1. INTRODUCTION.

18

19

20

21

Santa Cruz Water Company, LLC ("Santa Cruz") and Palo Verde Utilities Company, LLC

("Palo Verde")(col]ectively, "Current Global Subsidiaries") request that the Commission transfer

their Certificates of Convenience and Necessity ("CC&Ns") to Global Water - Santa Cruz Water

Company ("Global Santa Cruz") and Global Water - Palo Verde Utilities Company ("Global Palo

Verde")(collectively, "New Global Subsidiaries"), respectively. The Cu1Tent Global Subsidiaries

also request that the Commission approve the transfer of their assets to the New Global

Subsidiaries22

23

24

25

26

27

The transfer will serve two purposes. First, the Commission has expressed a preference

that utilities under its jurisdiction be formed as corporations rather than as limited liability

companies ("LLCs"). The New Global Subsidiaries are corporations, while the Current Global

Subsidiaries are LLCs. Second, the names of the New Global Subsidiaries include the phrase

"Global Water". This indicates their affiliation with their ultimate parent, Global Water



1

2

3

Resources, LLC ("Global"). This will reduce customer confusion. The "Global Water" brand will

be used in advertisements to promote water conservation and reuse in the service areas of the

Current Global Subsidiaries. Global has already provided copies of these advertisements to the

4 Commissioners and Staff.

THE CURRENT GLOBAL SUBSIDIARIES

The Current Global Subsidiaries hold CC&Ns from the Commission. The Commission

7

8

9

10

11

12

originally granted CC&Ns to the predecessors of the Current Global Subsidiaries in Decision No

61943 (Sept. 17, 1999). The CC8LNs were originally granted to corporations. The prior owners of

the Current Global Subsidiaries transferred operations to LLCs in 2001. The Commission

retroactively transferred the CC&Ns to the Current Global Subsidiaries in Decision No. 66394

(October 6, 2003). That decision also extended the CC&Ns to additional territory in Pinal County

In early 2004, Global obtained ownership of the Current Global Subsidiaries from the prior

13 owners. The Commission approved further extensions of the CC&Ns of the Current Global

z~
Ag

5>:T:3E

14

15

16

17

18

19

Subsidiaries in Decision Nos. 67240 (Sept. 23, 2004), 67830 (May 5, 2005) and 68448 (February

2, 2006). The Commission later modified the bond provisions of Decision No. 67830 in Decision

No. 68186 (September 30, 2005). (Decisions No. 61943, 66394, 67240, 67830, 68186 and 68448

will be called the "CC&N Orders")

The Current Global Subsidiaries have additional applications pending to extend their

CC&Ns in the following dockets

SW-03575A-05-0926 and W-03576A-05-092620

22

23

24

25

1)

2) SW-03575A-05-0470 and W-03576A~05~0470 (order preliminary issued)

If the Commission issues final orders concerning these pending applications prior to ruling on this

Application, no change in the pending applications is needed. If the Commission rules on this

Application before it issues final orders concerning these pending applications, the applicants in

those cases should be changed to the New Global Subsidiaries

26



2

Global has several other subsidiaries that are not affected by this Application. These other

subsidiaries are already corporations, so there is no need to transfer their CC&Ns. The other

3 Global subsidiaries are

4 Name State of Incorporation Comment

5 Cave Creek Water Co Arizona CC&N holder

6 Arizona Affiliate of Cave Creek

7

Pacer Equities, Inc

Hassayampa Utility Company, Inc. Arizona CC&N Application Pending

8 Global Water Resources. Inc Delaware Direct parent of corporate
operating subsidiaries

10 Global's intent is that any new subsidiaries that will apply for CC&Ns will be formed as

11 colporatlons

12 III, THE NEW GLOBAL SUBSIDIARIES

14

15

The New Global Subsidiaries are corporations, in accordance with the Commission's

preference that regulated utilities be corporations. The Articles of Incorporation of Global Santa

Cruz are attached as Exhibit A. A Certificate of Good Standing for Global Santa Cruz is attached

16 as Exhibit B. The Articles of Incorporation of Global Palo Verde are attached as Exhibit C. A

17

18

19

Certificate of Good Standing for Global Palo Verde is attached as Exhibit D

The New Global Subsidiaries are 100% owned by Global Water Resources, Inc., which

also owns 100% of the Current Global Subsidiaries. In tum, Global Water Resources. Inc. is

20

21

100% owned by Global

Other than being corporations, little will change as a result of the proposed transfers. The

22 officers and directors of the New Global Subsidiaries will be the same as the Current Global

23

24

25

Subsidiaries. The certified operators will be the same. There will be no change in the existing or

planned facilities due to the proposed transfer. For this reason, updated estimates of revenues

expenses, customers, and starting and completion dates for construction are not relevant and are

26

27 I Docket No. SW-20422A-05-0659



1

2

3

not being provided. The New Global Subsidiaries propose to charge the same rates as the Current

Global Subsidiaries. There will be no change in capitalization or financing as a result of the

proposed transfers. The financial condition of the New Global Subsidiaries will be the same as the

Current Global Subsidiaries.4

5

6 Orders.

7

8

9

10

11

The New Global Subsidiaries will assume all compliance obligations under the CC&N

This includes the obligation to obtain all required Arizona Department of Water

Resources and Arizona Department of Environmental Quality approvals by the dates specified in

the CC&N Orders. Likewise, the New Global Subsidiaries will also obtain all franchises by the

dates required in the CC&N Orders. Similarly, the New Global Subsidiaries will also obtain all

main extension agreements by the dates required in the CC&N Orders. The only change in tariffs

will be that the names of the New Global Subsidiaries will replace the names of the Current Global

9 12 Subsidiaries. The New Global Subsidiaries will maintain the bonds required by the CC&N

Orders.
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16

17

Global will publish notice of this Application in the form that will be specified by the

Hearing Division. Global will also mail notice to the customers of the Current Global Subsidiaries

in the form that will be specified by the Hearing Division.. Global is current in all property taxes.

PUBLIC INTEREST ANALYSIS.Iv.

18

19

20

21

22

23

24

25

26

The Commission has expressed concern about regulated utilities being formed as LLCs.

The Commission issued a Notice of Inquiry on this topic. See Notice of lnquiry regarding the

Form of Organization of Public Service Corporations dated December 3, 2004. Because the

Commission prefers regulated utilities to be corporations, the proposed transfers are in the public

interest, as they will result in the CC&Ns being held by corporations.

Global is preparing an advertising campaign to raise awareness of the importance of water

conservation, and Global's efforts in that field. These advertisements will use the brand "Global

Water". The brand "Global Water" is part of the names of the New Global Subsidiaries. This will

reduce customer confusion. Further, by using the words "Global Water" as part of the names of

27
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2

the New Global Subsidiaries, the pubic and regulators will be able to clearly link the New Global

Subsidiaries to Global. This is more convenient, and increases accountability.

3 v. CONCLUSION.

4

5

6

7

The proposed transfers will have no effect on customers, except that they will see a new

name on their bills. The proposed transfers will allow the CC&Ns to be held by a type of entity

that the Commission prefers. Global requests that the Commission approve the proposed transfers.

WHEREFORE, the Current Global Subsidiaries request that the Commission enter an

8 order:

9

10

U
»-J
G-1

5
IA

12

1)

2)

3)

4)Hz; no
E 38%
<8< 13

14 5)
Q

cm

L1-\<
D- 15

Approving this Application,

Transfening Santa Cnlz's CC&N to Global Santa Cruz,

Transferring Palo Verde's CC&N to Global Palo Verde,

Authorizing under A.R.S. § 40-285, the transfer of the assets of Santa Cruz to

Global Santa Cruz, arid

Authorizing under A.R.S. § 40-285 the transfer of the assets of Palo Verde to

Global Palo Verde, and

§

zum .848
E  3 3

38
22309§83188

583388
§58§3-

§0'3§§
8
8

Ein
o
c: 16

17

6) Granting any other approvals required to effectuate the transfers described herein.
f*~

RESPECTFULLY submitted this 9 day of March 2006.

ROSHKA DEWULF & PATTEN. PLC

By
Michael W. Patten
One Arizona Center
400 East Van Buren Street. Suite 800
Phoenix. Arizona 85004
(602)256-6100



Original + 20 copies of the foregoing
tiled this 941day of March 2006, with

3 Docket Control
ARIZONA CORPORATION COMMISSION
1200 West Washington
Phoenix. Arizona 85007

6 Copies the foregoing hand-delivered/mailed
this 9 day of March 2006, to

7

8

9

10

Lyn A. Farmer, Esq
Chief Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington
Phoenix. Arizona 85007

12

13

Christopher C. Keeley, Esq
Chief Legal Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington
Phoenix. Arizona 85007
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14
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16

Ernest G. Johnson Esq
Director. Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix. Arizona 85007

17

18 By

19
N:\Cases\Global Water Resources\Reorganization Plan (06-0]03)\pleadings\CC&N Transfer ApplicationFINAL.doc

20

21

24

27





Page l of 4

Hsu-eurzr I arcchxcw °i8I2541311

IRWBBIIIII mnuamu

0 1 4 1 1 3 9 9

M M . 424167409
ARTICLES CF INCORPORATION

OF
GLOBAL WATER - SANTA cnvz WAT£R.COM1'ANY

N A M E . The name of the Coxporadoo is G L O B A L  W A T E R  -  S A N T A
C R U Z  W A T E R  c o m w v v

LMIUALHHSIHLSS- The purpose for which this Corporation is
organized is fm- tha purposes nfopuadng x water utility cmnpany

AUTIWOI I IZWRD CAPITAL. To: ccuporation shat\ hw: lulhority no issue
Ta: Thousand ( l0,000) :hues of Common Stock. The sci shareholder of
:he CorpuMonsl:a1l be Global Wan: Inc., a Dellwaxvc Ccvlponnion

KNOWN P'!¢¢\CE 01- '  BUSINESS. To: sea address ohhe Imnwn place
of business of the Carpocnion i s

2260!  n .  l 9 '"A vc. .  Su i t  210
Pinoeniur. Arizona 85037

S T A T U T O R Y  A G E N T . Ha: name and address °f :he Sumzoty Age of
:he Conpouriun is

Andrew Abnhazn. Esq
702 E. Osborn Rd.. Suite 200

Phoenix, Axizoma 85014

Q O AR D  O F  D I R Z C T Q ES. The initial board of direcicmls shall colusisx M

:he neaoes ma addresses ohm: persons who are to serve as We dinners
Amil We 6:9 animal messing of hr shueholacs or until his/ha successor

is elected and qualify is (ac)

Trevor Hi l l
22601 N . 19° Ave., Suite 210
Phoenix. Arizona 85037

Cindy L ike
2260! N. l9"'Ave.,  S1li18 210
Phoenix.  Arizona sszm

| (q 'l  £0

s
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STAT18 01= ARIZONA

Office of the

CORPGRATION c0m1v11ss1on
CERTIFICATE OF GOODSTANDING

To all to whom these presents shall come, greeting:

I, Brian C. McNeil, Executive Director of the Arizona Corporation Commission, do hereby
certify that

***GLOBAL WATER-SANTA CRUZ WATER COMPANY***

a domes tic corporation organized under the laws of the State of Arizona, did incorporate on
December 7, 2005.

further certify that according to the records of the Arizona Corporation Commission, as
of the date set forth hereunder, the said corporation is not administratively dissolved for
failure to comply with the provisions of the Arizona Business Corporation Act, and that its
most recent Annual Report, subject to the provisions ofA.R.S. sections 10-122, 10-123, 10-
125 & 10-1622, has been delivered to the Arizona Corporation Commission for filing; and
that the said corporation has not filed Articles of Dissolution as of the date of this certificate.

This certificate relates only to the legal existence of the above named entity as of the date
issued. This certificate is not to be construed as an endorsement, recommendation, or
notice of approval of the entity's condition or business activities and practices.

IN WITNESS WHEREOF, leave hereunto set my hand and affixed
the official seal of the Arizona Corporation Commission. Done at
Phoenix, the Capital, this 9th Day of March, 2006, A. D

m

Executiv Directoro»_ v A
v* 05) own onus 8

Order Number
53374

1912
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-12467371 OF
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014n397

UAM8- The name oflbc Culpolaiion is GLOBAL WATER -PALO
vnz nz  UT I L I T I E S  COMP ANY .

INIUAL nusxprrsg. The propose for which this Cnzpumion is
organized is for Me puxpnses ofnpznring a ws gnu fsnilityiudlixy
company.

AUTHORIZ ED CAPITAL The empondm $hl11 have i*"9i°li'w w issue
tea 'Daommd (10,000) slues of Collllnvll Sick. 'hoe sole beholder of
:be Corporation shall be Global Waxy inc, abdawan Corporation.

KNOWN PI-ACE OF BUSINESS. The :neo nddtcss of the known place
of husincss of the Ccspomiun Is:

22601 N. [9° Ave., Suite210
Phoenix. Arizona 25037

STATUTORY AGENT. The name andaxldxuas of the Sxsmwry Agent of
me Coqnunrion is:

Au¢&¢'\\'Abraham, Esq.
702 E. Osborn Rn. Suite 200
Phoenix. Arimfua 85014

i
BOARD OF DIRECTORS The infill bound at dizudoss shall cmsiax of
xhcnaansasdnddzesaesofxhepessnuswhouzeroservnslhnllrecmos
and! the Hrs: umm) rwtins of hr shareholders or urmsil hislha sucezssew
is cleaned and qnaiiies is (uh):

'herm Hill
22601 N. W" Ave.. Suite kw
Phoenix. Aliznna 8503?

Cindy Liles
22601 N. l9° Aw.. Suer zoo
Phoenix. Arizona 85037

aI4€'!I9
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STAT18 012 ARIZONA

ice of the

C0RP0RAT10N COMMISSION
CERTIFICATE OF GOOD STANDING

To all to whom these presents shall come, greeting

I, Brian C, Mcneil, Executive Director of the Arizona Corporation Commission, do hereby
certify that

***GLOBAL WA TER -PALO VERDE UTILITIES COMPANY***

a domestic corporation organized under the laws of the State of Arizona, did incorporate on
December 7. 2005

I further certify that according to the records of the Arizona Corporation Commission, as
of the date set forth hereunder, the said corporation is not administratively dissolved for
failure to comply with the provisions of the Arizona Business Corporation Act; and that its
most recent Annual Report, subject to the provisions ofA.R.S. sections 10-122, 10-123, 10
125 & 10-1622, has been delivered to the Arizona Corporation Commission for filing; and
that the said corporation has not med Articles of Dissolution as of the date of this certificate

This certificate relates only to the legal existence of the above named entity as of the date
issued, This certificate is not to be construed as an endorsement. recommendation. or
notice of approval of the entity's condition or business activities and practices

IN WITNESS WHEREDF, I have hereunto set my hand and affixed
the official seal of the Arizona Corporation Commission, Done at
Phoenix, the Capital, this 9th Day of March, 2006, A. D

Executiv  Director

DITAT Das 53376Order Number

989



•
IN THE MATTER OF THE APPLICATION O
SANTA CRUZ WATER COMPANY, LLC T
TRANSFER ITS CERTIFICATE O
CONVENIENCE AND NECESSITY AND
ASSETS TO GLOBAL WATER SANTA CRUZ
WATER COMPANY.

-ll-l I
*~.

4* '

BEFORE THE ARIZON

A C E€%'9§1bC0MMIss1on
]

2

3

4

COMMISSIONERS
2088 DEC 29 A HI 3'l

JEFF HATCH-MILLER, CHAIRMAN
WILLIAM A. MUNDELL
MARC SPITZER
MIKE GLEASON
KRISTIN K. MAYES

AZ CORP EUNHISSION
GEIUMENT CUNTROL§

EXHIBIT

A99/
5

6

7

8

IN THE MATTER OF THE APPLICATION OF
PALO VERDE UTILITIES COMPANY, LLC TO
TRANSFER ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY AND
ASSETS TO GLOBAL WATER .- PALO VERDE
UTILITIES COMPANY.

Docket No, SW-3575A-06_0155
Docket No. W-3576A-06-0155

Docket No. SW-20445A-06-0155
Docket No. W-20446A-06-0155

NOTICE OF FILING

Palo Verde Utilities

ROSHKA DEWULF & PATTEN, PLC

9

10

11

12

13

14

15 Global Water - Santa Cruz Water Company and Global Water

16 Company hereby submit the attached affidavits of publication.

17 RESPECTFULLY submitted thisZ94\day of December 2006.

18

19

20

21

22

23

24

25

26

27

By
Michael W. Patten
Timothy J. Sabo
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004
(602)256-6100



2

1 Original + 20 copies of the foregoing
filed thisx ? 4day of December 2006, with:

3

4

Docket Control
ARIZONA CORPORATION Commlsslon
1200 West Washington
Phoenix, Arizona 85007

5

6 Copies of the foregoing hand-delivered/mailed
this,?9 Adey of December 2006 to:

7

8

9

10

Lyn A. Farmer, Esq.
Chief Administrative Law Judge
Hearing Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

11

12

13

Christopher C. Kempley, Esq.
Chief Legal Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

14
xr -

*iz*

Q
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\ 0
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. - 1

3
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15

16

Ernest G. Johnson, Esq.
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

17

18 BE

19

20

21

22

23

24

25

26

27
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ANT) NECESSITY AND ASSETS TO GLOBAL WATER - SANTA CRUZ
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Attached is the Staff Report for Santa Cruz Water Company, LLC and Palo Verde
Utilities Company, LLC application to transfer their Certificates of Convenience and Necessity
and related assets to Global Water - Santa Cruz Water Company and Global Water - Palo Verde
Utilities Company, respectively. Staff recommends approval of the transfers subject to
conditions.

EGJ:]JD:tdp

RE:

Originator: James J. Dort

f
en.1

.J

L

i
.a

is

/--



Y

•

iv*

Service List for: Santa Cruz Water Company, LLC and Palo Verde Utilities Company, LLC
Docket Nos. W-03576A-06-0155> et al

ROSHKA DEWULF & PATTEN, PLC
Michael W. Patten
One Arizona Center
400 East Van Buren Street, Suite 800
Phoenix, Arizona 85004

Mr. Christopher C. Keeley
Chief, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Mr. Ernest G. Johnson
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

l

Ms. Lyn Farmer
Chief, Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007



4

STAFF REPORT
UTILITIES DIVISION

ARIZONA CORPOR.ATION COMMISSION

SANTA CRUZ WATER COMPANY, LLC AND
GLOBAL WATER SANTA CRUZ WATER COMPANY
DOCKET nos. W-03576A-06-0155 & W-20446A-06-0155

PALO VERDE UTILITIES COMPANY, LLC AND
GLOBAL WATER PALO VERDE UTILITIES COMPANY
DOCKET nos. SW~03575A-06-0155 & SW-20445A-06-0155

IN THE MATTER OF THE APPLICATIONS TO TRANSFER
CERTIFICATES OF CONVENIENCE AND NECESSITY AND ASSETS

OCTOBER 25, 2006



STAFF ACKNOWLEDGMENT

The Staff Report for Santa Cruz Water Company, LLC and Palo Verde Utilities
Company, LLC, Docket Nos. W-03576A-06-0155, W-20446A-06-0-55 & SW-03575A-06-
0155, SW-20445A-06-0155, was the responsibility of Staff member James J. Dort who was
responsible for the review and analysis of the applications.

x

Jam if
Chief Accountant



\

- |

s

EXECUTIVE SUMMARY
SANTA CRUZ WATER COMPANY, LLC ET AL

DOCKET nos. W-03576A-06-0155

Santa Cruz Water Company, LLC and Palo Verde Utility Company, LLC (collectively
"Current Global Subsidiaries") filed with the Arizona Corporation Commission ("Commission")
an application to transfer their Certificates of Convenience and Necessity ("CC&Ns") to Global
Water - Santa Cruz Water Company ("Global Santa Cruz") and Global Water - Palo Verde
Utilities Company ("Global Palo Verde") (collectively "New Global Sulbsidiaries").

The Current Global Subsidiaries also request that the Commission approve the transfer of
their assets to the New Global Subsidiaries. The Current Global Subsidiaries and the New
Global Subsidiaries are direct or indirect wholly-owned subsidiaries of Global Water Santa Cruz
Water Company, LLC and Palo Verde Utilities Company, LLC (collectively "Global
Subsidiaries").

Staff acknowledges that the corporations are more transparent than limited liability
companies and including Global Water in the names of the New Global Subsidiaries will
improve recognition of the Global controlled companies.

Staff recommends that the proposed transfer of the Current Global Subsidiaries CC&Ns
and assets, as described in the application, to the New Global Subsidiaries be approved subject to
the following compliance items:

1, The New Global Subsidiaries will utilize the existing rates and charges of the Current
Global Subsidiaries.

2. The New Global Subsidiaries will continue to comply with all compliance obligations of
the CC&Ns and obtain all Arizona Department of Water Resources and Arizona
Department of Environmental Quality approvals by the dates specified in the CC&N
Orders.

3. The New Global Subsidiaries will maintain the bonds required by the CC&N Orders.

4. The New Global Subsidiaries will maintain the existing financial condition of the Current
Global Subsidiaries and confirm as much, as a compliance item in this docket, by
docketing the pre and post transfer balance sheets for each of the Current and New
Global Subsidiaries within 90 days subsequent to the completion of the transfers.

5. The new Global Subsidiaries will comply with all requirements related to Advances in
Aid of Construction, Customer deposit and other Commission ordered financial
conditions.
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Introduction

On March 9, 2006, Santa Cruz Water Company, LLC and Palo Verde Utility Company,
LLC (collectively "Current Global Subsidiaries") filed with the Arizona Corporation
Commission ("Commission") an application to transfer their Certificates of Convenience and
Necessity ("CC&Ns") to Global Water - Santa Cruz Water Company ("Global Santa Cruz") and
Global Water - Palo Verde Utilities Company ("Global Palo Verde") (collectively "New Global
Subsidiaries"). The Current Global Subsidiaries also request dirt the Commission approve the
transfer of their assets to the New Global Subsidiaries. The Current Global Subsidiaries and the
New Global Subsidiaries are direct or indirect wholly-owned subsidiaries of Global Water
Resources, LLC ("Global").

The New Global Subsidiaries have been formed as corporations. Global's intent is that
any new subsidiaries that apply for CC&Ns will be formed as corporations.

The Commission transferred the CC&Ns to the Current Global Subsidiaries in Decision
No. 66394 (Cctober 6, 2003). In early 2004, Global obtained ownership of the Current Global
Subsidiaries from their prior owners. Global has subsequently acquired additional water and
other companies. A current Global ownership chart is provided as Exhibit A.1

The Current Global Subsidiaries have additional applications pending at the Commission
in the following dockets:

1.
2.
3.

sw-03575A-05-0926 and W-03577A-05-0926
SW~03575A-05-0470 and W-03576A-05-0470
SW-03575A-06-0545 and W-03576A-06-0545

If the Commission issues final orders concerning these pending applications prior to
ruling on this Application, no change in the pending applications is needed. If the Commission
rules on this Application before it issues final orders concerning the pending applications, the
applicants in those cases should be changed to the New Global Subsidiaries.

Proposed Transfer

The New Global Subsidiaries are 100 percent owned by Global Water Resources, Inc
which is in tum 100 percent owned by Global. Other than being corporations, the New Global
Subsidiaries will retain the same officers and directors of the Current Global Subsidiaries. The
certified operators will be the same and there are no planned changes to existing or planned
facilities. The New Global Subsidiaries will utilize their existing rates and charges and there will
be no changes in the capitalization and financing of the subsidiaries as a result of the proposed
transfers.

1 The following, Commission Decision Nos. either granted or extended the CC&N's for the Current Global
Subsidiaries and will be referred to as the CC8cNs: 61943, 66394, 67240, 67830, 68186 and 68448.
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The New Global Subsidiaries indicate that they will continue to comply with all
compliance obligations of the CC&Ns and obtain all Arizona Department of Water Resources
("ADWR") and Arizona Department of Environmental Quality ("ADEQ") approvals by the
dates specified in the CC&N Orders.

The New Global Subsidiaries will maintain the bonds required by the CC&N Orders.
Their financial conditions will remain the same as all of the assets, liabilities and capital will be
transferred to the New Global Subsidiaries.

The New Global Subsidiaries will assume the same tax basis for all assets transferred.
Global is current on all property taxes.

Global has indicated that once it has received approval and the transfers are completed,
the Current Global Subsidiaries will be dissolved.

To the extent that the corporation may be subject to federal and state income taxes, Staff
recommends that Global's income tax obligations be evaluated when the New Global
Subsidiaries file for new rates.

Public Interest Ap8lysis.

Global asserts that the proposed transfers are in the public interest because the
Commission prefers regulated utilities to be corporations and the transfers result in the CC&Ns
being held by corporations. Global cites the Notice of Inquiry Regarding the Form of
Organization ofPublie Service Corporations dated December 3, 2004.

The Commission has rd<en no action regarding the responses to the notice of inquiry.2
Although Staff is aware that Commissioners have expressed some concerns regarding limited
liability company transfers of ownership interests, no formal Commission decision has been
reached regarding which types of entities the Commission favors for public service companies.

Global also asserts that the new corporate names will reduce customer confusion as to
which entity provides their water and/or wastewater service. Global has implemented an
advertising campaign utilizing a new logo and "Global Water" in each ad. See Exhibit B for a
recent advertisement in the Wall Street Journal.3 By using Global Water as part of the New
Global Subsidiaries names, the public and regulators will be able to clearly link the new
subsidiaries to Global.

2 The Commission received 14 responses to the notice of inquiry.
3 Wall Street Journal, October 11, 2006, page B5G.
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Staff Evaluation

Staff does not object to the proposed transfer. Staff concludes that the corporate font of
ownership is appropriate and provides additional transparency. Corporations are typically more
formal than limited liability companies. For example corporations typically require fontal
articles of incorporation, require that minutes of board meetings be maintained, etc.

There are no negative income or property tax matters related to the transfers as the assets
of the New Global Subsidiaries will have the same tax basis as the Current Global Subsidiaries.

Staff also acknowledges that the New Global Subsidiaries which includes Global Water
as part of the company name will be less confusing to customers and regulators.

Staff Recommendation

Staff recommends that the proposed transfer of the Current Global Subsidiaries CC&Ns
and assets, as described in the application, to the New Global Subsidiaries be approved subject to
the following compliance items:

l. The New Global Subsidiaries will utilize the existing rates and charges of the Current
Global Subsidiaries.

The New Global Subsidiaries will continue to comply with all prior Commission
Decisions and all compliance obligations of the current CC&Ns and obtain all ADWR
and ADEQ approvals by the dates specified in those CC8cN Orders.

The New Global Subsidiaries will maintain the bonds required by the current CC&N
Orders. Their financial conditions will remain the same as all of the assets, liabilities and
capital will be transferred to the New Global Subsidiaries.

4. The New Global Subsidiaries will maintain the existing financial condition of the Current
Global Subsidiaries and confirm as much, as a compliance item in this docket, by
docketing the pre and post transfer balance sheets for each of the Current and New
Global Subsidiaries within 90 days subsequent to the completion of the transfers.

2.

3.

5. The new Global Subsidiaries will comply with all requirements related to Advances in
Aid of Construction, customer deposit and other Commission ordered financial
conditions.
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